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CENTRAL INTELLIGENCE AGENCY
WASHINGTON, D. C.

20 January 1964

MEMORANDUM FOR: Governor W, Averell Harriman
Under Secretary for Political
Affairs
Department of State

SUBJECT: Recent Trends in Eastern Europe

, During our discussion last Thursday, you
indicated interest in the current state of af-
fairs in the East European satellites. The
attached memorandum speaks directly on this
subject, and should be helpful. It was pre-
pared for Mr. McCone's information prior to
his current trip and has therefore been given
only very limited distribution outside CIA.

A

CHESTER L, CUOUFEK
Assistant-Peputy Director (Intelligence)
DEPARTMENT OF STL7E Ajcpc/ur (Policy Support)
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CENTRAL INTELLIGENCE AGENCY

OFFICE OF NATIONAL ESTIMATES
15 Jepuary 1964

MEMORANDUM FOR THE DIRECTOR
SUBJECT: Recent Trends in Enstern Europe

SUMMARY

In recent years Soviet authority in Eastern Europe has declined,
and the Satellite leaders have felt able to behave in a less sube
servient manner. However, the Soviets retain important levers of
pover in the area, and Ruuania's defiant nationalistic stand has so
far not been emulated to the scme degree by the other Satellites.
Internal stability seem= relatively assured in these states for
the present except in Czechoslovakia, where o combination of
economic reverses and party factionalism has seriously weakened
the position of the top leader, Novoiny. Most of the other states
have also begun to experience chronic economic difficulties,
vhich they would like to alleviate by expanding their economic
relations with the West.
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Introduction

l. In an interview last year, Khrushchev observed that some
of the East European Commnist leaders were behaving like sons who
had grown too big to spank -- eventually they would turn on their
father and "kick him in the belly." Indeed, the increased obstreper-
ousness of the formerly docile Satellites has become & problem for
the Soviets, and at a time when the latter already have their share
of problems, especially with respect to their economy end the Chinese.
In addition, they have been confronted in the past year with insta-
billity in the Czechoslovak regime, caused in part by scme severe
economic problems which that country is experiencing. This memorandum
undertakes to analyze the significance of these developments, and

also to discuss recent trends in relations between the Satellites

and Westei'n Europe.

The Decline of Soviet Authoritz

2. Since Stalin's death the Soviets have been led to esta-
blish a new relationship with Eastern Europe, based less on direct’
coercion and exploitation and more on voluntary cooperation.
Khrushchev has encouraged the Satellite leaders to be less slavish

in aping Soviet practice and to shape their domestic programs more
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in accordance with local problems. 1In Poland, for example, Khrushchev
has publicly sanctioned Gomulka's rejection of collectivized agricul-
ture. With Soviet encouragement, Hungary's Kadar, adopting the novel
slogan, "Who is not egainst us is for us »" bas also employed methods
in his internal progrem which differ importantly from those practiced
by the USSR and the other Satellites.

3. Tendencies among the Satellite leaders toward more autonomous
behavior have also been stimilated by Khrushchev's repeated attempts
to improve relations with Yugoslavia, particularly by his acknowledge-
ment of Yugoslavials irdependent status » and his recognition tkhat Tito
has followed a legitimate course in adopting & domestic program

radically different in method from that of the USSR,

b,  cChallenges to Soviet power and authority in the international
Comminist movement have also had their effect in Eastern Europe. In
its virtually open dispute with the USSR over a period of years »

China has gained supporters among the world Communist parties.
Moreover, right in their East European backyard, the Soviets showed
themselves powerless to Drevent little Albvaniae from defiantly siding
with China. Though none of the other East European Communist leaders
share Albania's sympathies with China, they have become aware that
the decline of Soviet authority provides them with an opportunity, if
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they desire to exercise it, to behave more independently. They also

realize that the need of the Soviets for support against China enhances

their bargaining power.

5¢ This new situation in the Communist Bloc was exploited

brazenly in the past year by the Rumanian leaders, who refused to

alter their program for broad industrialization according to Moscow's

wishes, and even hinted that if the Soviets didn't let them do as
they liked with their economy, Rumania might back Chine in the
ideological dispute. 1In response to this defiance, the Soviets
first tried political pressure » and then simply gave in. At the
cost of a considerable setback to Bloe plans for integrating the
Soviet and Satellite economies s the Soviets publicly sanctioned
Rumania's nationally oriented economic program and dropped their

own proposael for a joint planning staff in the CEMA organization.

6. The Rumanians have turned increasingly to the West to
obtain equipment for industrialization, partly in response to the
absence of Soviet support for the large Galati steel combine, and
mainly to take advantage of the higher level of Western technology.
Moreover, they have continued to display an independent tendency in
foreign policy, giving the Soviets only qualified support against
the Chinese, and at times even refusing openly to follow the Soviet
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lead in the UN. In both foreign and domestic policy Rumania's
orientation is becoming increasingly nationalistic » Often mani-
fested in an anti-Soviet menner. For example, compulsory Russian
language training has been discontimued in Rumanian schools.

T. Similar forces are present in the other Satellites;,
though still latent. Most of the Satellites have shown a new
tendency to act more on their own initiative in foreign policy
and to rely less on the line provided by Moscow. Gomulka, for
example, occasionally takes a position in regard to the Sino-Soviet
dispute which is & far cry from the unquestioned support which
Moscow would like to bave. On matters of mejor importance, the
Satelllites are content for the moment to follow Moscow's lead,
though it now seems likely that, following the Rumenian precedent >
they would act independently if important interests of theirs

came into conflict with Soviet policy.

8. There are, however, important limitations to independent
behavior by these countries. The Soviets still have important
levers of power in Bastern Europe. Soviet military power is
8till dominant in the area, and the defense of the Satellites
themselves is dependent on military ties established through the
Warsaw Fact. The Satellite economies continue to be closely linked
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with that of the USSR. Cooperation and specialization under CEMA is

favored in one respect or another by all the Satellites. By virtue

of its policy toward Germeny and the NATO powers » the Soviets retain

a strong military force in East Germany, which experience has shown
they will use if necessary to support the local Communist leaders
in maintaining order. Moreover, both Foland and Czechoslovakia
mst rely on Moscow to keep Cermany divided. ;i_}_.Czechoslovakia and
Bulgeria, the Communist leaders both depend heavily on Moscow's
support for the retention of their positions against competing

factions.

Economic Problems

9« A number of the Satellites have been encountering
economic problems even more severe than those in the Soviet Union.
Agricultural production hasr stagnated for several years throughout
the area, preventing any significanﬁ improvement in living condi-
tions. Industrial growth has slowzd considerably in the more
developed Satellites. Althcugh the poor results in egriculture
bave forced some diversion of imports from industrial purpéses
to food, the main reason for the decline in the rate of industrial
growth is more fundamental. Several Satellites have reached a

stage of their dovalapnent at which, having used up excess plant
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capacity and labor reserves, further significent advances are more
difficult to plan and execute. In these circumstances the ineffi-
ciency of the Soviet-type system of econoric management has become

more manifest.

10, These problems are most severe in Czechoslovakia where

unrealistic economic plans had been pursued for too long and the

regime has been unsble to formulzte a conerent policy. - Czechoslovak

industriasl production, which bad increased at an annual rate of 10
percent in the late 1950's, ¢id not grow at all in 1963. ILittle
increase is plenned in 1964, East Germeny also had to scrap its
unrealistic long-term plan and accept a greatly reduced rate of
growth. The Ulbricht regime hes made some slight progress in the
rast year in alleviating food supply problems, but the chronic
popular dicsatisfacticn with the regime and with the division of
the country remains, The recent opealng of the Berlin Wall has
further stimlated discontent. The strength of the Ulbricht regime
continues to bLe Preceriocus, based essentially on the contimuing

Presence of large Soviet forces.

Instability in Czechoslovakia

1l. Czechoslovakia’s Novotny lacks even this cold ccmfort.

Bad planning, the general lack of strong or effective guidance,
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aad the consequent glaring econoulc failures have damaged the
morale of managers and party members and have led to severe
criticism of the Novotny regime. This criticism has been
especially severe in Sloveskie, which has been more affected by

the economic slowdown and the regime's clumsy attempis to improve

the situation.

12. Novotny's position hes been aifected simmltaneously by
his inept h2ndling of another question -~ correction of tue
slase: of the Stalin era, especielly those inflicted on the Sloveks.
Novotny's own heavy involvement in these ebuses made him reluctant
to do more than meke gestures in the direction of de-Stalinization
tatil the end of 1962. Since that time, under strong pressure
from middle-echelon porty activists, especially thouse in the Slovak
porty, Novotay has Lsen forced one by one to dismiss his ciose
associates in the leadersiip end to alter his policlies in a more
liberal direction. In September he finally had to dismiss his
closest associate, Pramder Siroky, aad replace him with Josef
Lenart, a more popular and younger Slovak who was unta.iﬁted by
Stalinist crimes. At the same tiume Novotny admitted meny younger,

more liberally inclined men and a number of Slovaks into his

administration. All this took place at a time when & lively ferment
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was taking place in intellectusl circles. In this debzate wany
of the issues were raised wi‘ch kad been quastioned and criticised

in Poland axd Hungary in 1955-1956.

13. Tais combination of events -- the intellectual ferment,
the revival of Slovek nationalism, and the demands from middle and
lower echelons of the perty that the Novotny leadership improve its
bandling of the economy snd redress the politicesl wrongs of the Stalin
Poriod producad & situation of marked instability in the L:zachoslovak
lendersuip toward the end of 1953. The Soviets involved thensclves
in this in December ard appurently decidad to try to keep Novotny
in pover, et lecst for the time being, As a result, Novoiny is
8¢lll the party leadsr, but apparently only on probeiion: his posi-
tlon reunins insecur: =ad his basiec problems unces. 'wed. The Soviets
sy be forced eveninz: iy . mcquiesce in Lis repla.am2n’ Uy someone
who would symbolize a conpicte cuonge from the Stalinist past. This

maneuver mighi sericuily endnnger the stabilliy of the reginme.

Stabilisy Zls siiere

14, Contraxy to the situation in 1956, when comparable problems
existed in & muvber of East European countries » the conditions which

have led to thae iastubility in Cuechoslovekia are not present in the
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other Satellites to the same degree. Economic problems and popular

discontent exist in East Germany and Poland, but none of the other
Satellites is currently experiencing intraparty factiopalism comparable
in intensity to that of Czechoslovakia, There is some of this in Poland
and Bulgaria, but the political leaderships appear fairly stable. More-
over, the factor of Slovak nationalism in ethnically and historically

divided Czechoslovakia is unique in Eastern Europe.,

Relations with the West

15. To one degree or another, all the Satellites share a8 disposi-
tion, based on economic need, to improve relations with the West.
West Germany has already taken advantage of this tendency by signing
agreements with Poland, Hungary, and Rumania which provide for
reciprocal resident trade missions with semi-diplomatic status,
Negotiations are expected for similar agreements with Czecdhoslovakis
and Bulgaria.* These racts reflect a new, more active westherman
policy which apparently seeks to re-estéblish historic German econcmic

Pre-eminence in Eastern Europe. The West Germens, however, are by no

* In these pacts the Satellites have surprisingly agreed to include

West Berlin in the "Deutsche Mark aree," an arrangement which cone
flicts with previous Bloe policy denying any Federal Republic
connection with West Berlin, and has antagonized the East Germans.
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means the only ones active in the area. Both the British and the French
Governments have long been active in extending support to industrisl
development in Poland, Czechoslovakia, and Rumenia, and within the

yest year have railsed the level of their diplomatic representation in

Rumania, Bulgaria, and Hungary.

16. All of the Satellites in the past year have indicated a
desire to obtain Western credits for industrial equipment. Rumania,
because it has tried harder in recent years and has exports that are
readily marketable in Western }mrope, bas been by far the most success-
ful. But the other Satellites also are increasingly attracted by
Western technology, and probably will try to expand their trade with
the industrialized West whether or not they receive substantial

credits. This interest will amost certainly increase.

FOR THE BOARD OF NATIONAL ESTIMATES:

SHERMAN KENT
Chairman
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